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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

[AA1921-169, 170, 171, and 172}
ANIMAL GLUE AND INEDIBLE GELATIN FROM YUGOSLAVIA,
SWEDEN, THE NETHERLANDS AND WEST GERMANY
Determinations

On July 29, 1977, the United States International Trade Commission received
advice from the Departmeqt of the Treasury that animal glue and inedible gelatin
from Yugoslavia, Sweden, the Netherlands, and West Gerﬁany (gxcept that produced
and sold by Electro Chemische Fabrik Kempen G.m.b.H. of West Germany) are being, or
are likely to be, sold at less than fair value within the meaning of the Antidumping
Act, 1921, as amended (19 U.S.C. 160(a)). Accordingly, on August 8, 1977; the
Commission instituted investigations Nos. AA1921-169, 170, 171, and 172 under
section 201(a) of said act to determine whether an industry in the United States is
being or is likely to be injured, or is prevented from being established, by reason
of the importation of such merchandise into the United States.

Notice of the institution of the investigations and of the public hearing

held in connection therewith were published in the Federal Register on August 15, 1977

and August 24, 1977 (42 F.R. 41190 and 42 F.R. 42718). On September 15, 1977, a
hearing was held in Washington, D.C., at which all persons who requested the
opportunity were permitted to appear by counsel or in person.

In arriving at its determinations, the Commission gave due consideration to all
written suBmissions from interested parties and information adduced at the hearing
as well as information provided by the Department of the Treasury 1/ and data obtained

by the Commission's staff from questionnaires, personal interviews, and other sources.

1/ In making their determinations Vice Chairman Parker and Commissioners Moore,
Bedell and Ablondi did not consider the information submitted by the Department of the
Treasury dated October 21, 1977, with respect to imports of animal glue and inedible
gelatin from the Netherlands 1



On the basis of information developed during the course of its inveatigations,
the Commission determined by divided votes 1/ that an industry in the United States
is being or is likely to be injured by reason of the importation of animal glue and
inedible gelatin from Yﬁgoslavia, Sweden, the Netherlands, and West Germany, except
animal glue or inedible gelatin produced in West Germany by Electro Chemische Fabrik
Kempen G.m.b.H., that are being, or are likely to be, sold at less than fair value

within the meaning of the Antidumping Act, 1921, as amended.

l/ Commissioners George M. Moore and Catherine Bedell determined in the affirmative
with respect to imports from all 4 countries collectively; Vice Chairman Joseph O.
Parker made an affirmative determination in each of the 4 investigations; Commissioner
Italo H. Ablondi made affirmative determinations in the investigations with respect
to Sweden and the Netherlands, and negative determinations in the investigations
with respect to Yugoslavia and West Germany; and Chairman Daniel Minchew made a
separate negative determination in each of the 4 investigations. Commissioner
William R. Alberger did not participate in the determinations. '
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Statement. of Reasons of Commissioners George M. Moore and Catherine Bedell

On August 8, 1977, the United States International Trade Commission
instituted investigations Nos. AA1921-169, 170, 171, and 172 under section
201(a) of the Antidumping Act, 1921, as amended. These investigations were
made to determine whether an industry in the United States is being or is likely
to be injured, or is prevented from being established, by reason of the
importation into the United States of animal glue and inedible gelatin
from Yugoslavia, Sweden, the Netherlands, and West Germany 1/ which the Depart-
ment of the Treasury (Treasury) has détermined are being, or are likely to be, sold
at less than fair value (LTFV) within the meaning of the act. In order to
find affirmatively, the Commission must find two conditions satisfied in these
investigations. First, it must find that an industry in the United States
is being or is likely to be injured, or is prevented from being established. 2/
Second, any injury or likelihood of iﬁjury must be by reason of the importa-
tion into the United States of the class or kind of foreign merchandise
which Treasury has determined is bging, or is likely to be, sold at LTFV.

In our opinion, an industry in the United States is being or is
likely to be injured by reason of the importation into the United States of
animal glue and inedible gelatin from Yugoslavia, Sweden, the Netherlands,
and West Germany 1/ which, according to the findings of Trea<uy., ar+ being,
or are likely to be, sold at less than fair value within the meaning of
the Antidumping Act, 1921, as amended. Our reasons in support of these

determinations are set forth below.

1/ Except animal glue and inedible gelatin manufactured in West Germany
by Electro Chemische Fabrik Kempen G.m.b.H., which was found by Treasury
not to have been sold at less than fair value.

2/ Prevention of establishment of an industry is not an issue in these
investigations and will not be discussed further.



The U.S. industry

In these determinations, we consider the relevant industry to
consist of the facilities in the United States devoted to the production
of animal glue. 1/ Animal glue is currently manufactured in the United
States by three firms: the Peter Cooper Corps., Milligan & Higgins Corp.,
and Swift & Co. A fourth firm, Darling & Co., ceased manufacturing animal

glue in February 1977.

LTFV sales

Treasury examined sales of animal glue ‘from Yugoslavia, Sweden,
the Netherlands, and West Germany during the period August 1, 1976-January
31, 1977. 2/ Treasury examined sales by manufacturers from these countries
exporting animal glue to the United States and found that sales to the United
States by each maqufacturer examined (with the exception of Electro Chemische
Fabrik Kempen G.m.b.H. (Kempen), a West German manufacturer) were made at
LTFV. Treasury found a weighted average margin on LTFV sales of approximately
9 percent on imports from Yugoslavia, 48 percent on imports from Sweden,

7 percent on imports from the Netherlands, and 49 percent on imports from

West Germany. Margins on individual transactions ranged up to 61 percent.

Injury due to LTFV sales

Under the law, injury must have occurred '"by reason of the importa-

tion of" LTFV merchandise into the United States. However, it is not necessary

1/ There is no accepted inherent difference between animal glue and inedible
gelatin. 1In referring to animal glue, we cite articles described variously
as animal glue or inedible gelatin. ’

2/ On Oct. 21, 1977, the Commission received a letter tfrom [reasury advising
the Commission of certain revisions in the margins for 1 of the 2 Netherlands
exporters found to have sold at LTFV. In arriving at our determination with
respect to LTFV imports from the Netherlands, we considered themargins contained

in Treasury's original determination and not the revised margins. 4
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that importation of LTFV merchgndise be a principal cause, a major cause, or
a substantial cause of injurf'to an industry.  Even Qhen several factors that
may cause injury, other than LTFV sales, are present, all that is required
for an affirmative determination is that the merchandise sold at LTFV contrib-
uted to more than an inconsequential injury to the domestic industry.

In considering the impact of LTFV imports on a domestic industry
when the imports are from several countries, the Commission may exercise its
discretion to consider the impact of those imports either individually or
collectively on the basis of the facts and circumstances of each case. 1/

In the case of animal glue, we fiﬁd that marketing and economic factors
warrant consideration of the collecfive impact of the LTFV imports from each
of the subject countries on the domestic animal glue industry. LTFV animal
glues imported from Yugoslavia, Sweden, the Netherlands, and West Germany
are generally comparable in quality and price and are generally distributed
throughout the United States. Many domestic firms import animal glue from
more than one foreign source and mix such glues together in order to obtain
blends specified by their customers. This practice is particularly prevalent
among importers of glue found to have sold at LTFV. Further, Treasury conducted
simultaneous investigations with respect to imports of animal glue from all
four countries, finding LTFV sales from each country during the same period.
We, therefore, are basing our findings on the collective impact of the LTFV
imports from all four countries on the domestic animal glue industry. It

is clear from the following evidence that more than inconsequential injury
was suffered by the U.S. animal glue industry by reason of the collective
sales of animal glue imported from Yugoslavia, Sweden, the Netherlands, and

West Germany at LTFV prices.

1/ See S. Rep. No. 93-1298, 93d Cong., 2d sess., at 180, citing City Lumber
v, U.S. S. 457 F. 2d 991 (CCPA 1972).




U.S. consumption of animal glue declined steadily from 92 million
pounds in 1972 to 37 million pounds in 1975, primarily as the result of the
limited availability of raw materials and the increased price for animal glue
relative to prices for substitute types of adhesive. In 1976, con-
sumption increased by 61 percent over the 1975 level to 60 million pounds.
Between 1975 and 1976, aggregate LTFV imports almost tripled. Imports from
Yugoslavia increased by over sixfold, imports from West German manufacturers
found to have sold at LTFV almost tripled, imports from Sweden more than
doubled, and imports from the Netherlands inc;eased by 68 percent. In 1976,
the ratio of these imports in the aggregate to U.S. consumption was almost
twice that for 1975.

This investigation has shown that nearly all sales of LTFV animal
glue for which data are available were made at prices below those for domestic
animal glue of comparable grade and to comparable classes of customers. By
taking advantage of LTFV pricing, the importers resold their merchandise
to their customers at prices below those for the domestic product. For
example, sales of animal glue to U.S. producers of gummed tape accounted for
a third of U.S. producers' shipments and for over half of the sales of LTFV
imports in 1976. A common grade of glue sold to the gummed tape producers
is 135-Bloom-gram animal glue. During the period of the Treasury investiga-
tion, August 1976~January 1977, the margin of underselling by LTFV imports
for such sales was as much as 35 percent. Similarly, sales of LTFV animal
glue to U.S. producers of abrasives, adhesives, and paper, which account
for virtually all of the remainder of U.S. sales of LTFV animal glue and
about a third of U.S. producers' sales of animal glue, were also at prices

considerably below prices at which U.S. producers. sold their animal glﬁe.
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The Commission contacted most of the U.S. purchasers of animal
glue that had béen named by the U.S. producers as accounts lost to LTFV
imports. In a significant number of instances, particularly among the
manufacturers of ab%asives, the investigation found that U.S. purchasers
had terminated or reduced their purchases of animal glue ffom U.S. producers
in favor of animal glue sold at LTFV in the United States and that price
was the overriding factor in these firms' decisions to purchase the LTFV
animal glue.

The U.S. industry has suffered from a substantial depression of
prices in the U.S. market as a direct result of LTFV imports, especially
those imported by Olympic Adhesives, Inc., the exclusive importer and dis-
tributor of animal glue from the Netherlands and Sweden. U.S. producers'
prices for animal glue sold to the gummed tape industry, the largest U.S.
customer for U.S;—produced animal glue and LTFV imports of animal glue, fell
by an average of 37 percent from the.third quarter of 1975 to the third
quarter of 1976. Such prices in the second quarter of 1977 were still 28
percent below such prices during the third quarter of 1975. As in the gummed
tape market, U.S. producers' prices to other major markets fell substantially
between the second quarfer of 1975 and the second quarter of 1977. U.S.
producers' prices to manufacturers of adhesives fell by 21 percent, U.S.
producers' prices to manufacturers of abrasives fell by 21 percent, and
U.S. producers' prices to paper manufacturers fell by 3 percent. Customers
in these industries noted that, because of the lower prices being offered
by importers of LTFV animal glue, they were able to apply pressure on U.S.
producers to reduce their prices in order to make specific sales. However,
despite these reductions in price, on the average, LTFV imports continued

to undersell U.S. producers by substantial margins.
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A significant effect of the reduction of U.S. producers' prices to
meet competition from LTFV imports was a drastic reduction in U.S. producers'
profits on their animal glue operations. Although the quantity of U.S.
producers' shipments increased between 1975 and 1976, the reduction in the
average price received on U.S. producers' sales in 1976 resulted in a large
and growing net loss on U.S. producer's operations of animal glue. In 1976,
the financial position of the U.S. industry deteriorated even further from
its low point in 1975. Three of the six plants that manufactured animal
glue prior to 1975 have been closed; two of them closed as the direct result
of poor profitability and lost sales.

Information developed during the course of this investigation shows

that several of the manufacturers found to have sold at LTFV are known
to have the capacity to expand sales to the U.S. market. As long as LTFV
imports continue unabated, U.S. producers' prices and consequently their
profitability will continue to be depressed. Thus, the injury already
suffered by the domestic industry, in all likelihood, will continue in the

future.

Conclusion

The foregoing reasons support our determinations that an industry
in the United States is being or is likely to be injured by reason of the
importation of animal glue from Yugoslavia, Sweden, the Netherlands, and

West Germany found by Treasury to be, or likely to be, sold at LTFV.
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Statement of Reasons of Vice Chairman Joseph 0. Parker

After reéeiving advice from the Department of the Treasury 1/ that
animal glue and inedible gelatin from Yugoslavia, Sweden, the Netherlands,
and West Germany 2/ are being or are likely to be sold in the United
States at less than fair value (LTFV) within the meaning of the Antidumping
Act, 1921, the United States International Trade Commission instituted
investigations Nos. AA1921-169, 170, 171, and 172 under section 201(a)
of the Antidumping Act to determine whether an industry in the United
States is being or is likely to be injured, or is prevented from being
established, 3/ by reason of the importation of such merchandise from
these countries. In order to make an affirmative injury determination
in an antidumping investigation, it is necessary to find that an industry
is being or is likely to be injured and that any injury or likelihood of
injury must be by reason of LTFV imports. In commenting on the injury
necessary for an affirmative determination and the statutory requirement
that such injury be by reason of sales at LTFV, the Senate Committee on
Finance, in its report on the bill which became the Trade Act of 1974 and
which amended the Antidumping Act, 1921, stated:

The term "injury," which is unqualified by adjectives such

as "material" or "serious," has been consistently interpreted

1/ In reaching my determination, I gave no consideration to the letter
received Oct. 21, 1977, from the Department of Treasury advising the
Commission of certain revisions in the margins of dumping for 1 of the
2 Netherlands exporters found to have sold ar LTFV.

2/ Except animal glue manufactured in West Germany by Electro Chemische
Fabrik Kempen G.m.b.H. that was found by the Department of the Treasury
not to be sold at LTFV. All references to sales at LTFV from West Germany
in this opinion are exclusive of those by Kempen.

Q/ Prevention of establishment is not an issue in this case and will
not be further discussed.
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by the Commission as being that degree of injury which the
law will recognize and take into account. Obviously, the
law will not recognize trifling, immaterial, insignificant
or inconsequential injury. Immaterial injury connotes
spiritual injury, which may exist inside of persons not
industries. Injury must be a harm which is more than
frivolous, inconsequential, insignificant or immaterial.

Moreover, the law does not contemplate that injury
from less~than-fair-value imports be weighed against other
factors which may be contributing to injury to an industry.
The words 'by reason of'" express a causation link but
do not mean that dumped imports must be a (or the) principal
cause, a (or the) major cause, or a (or the) substantial
cause of injury caused by all factors contributing to
overall injury to an industry.

In short, the Committee does not view injury caused by
unfair competition, such as dumping, to require as strong
a causation link to imports as would be required for
determining the existence of injury under fair trade
conditions. 1/

The domestic industry

In making my determination, I have considered the domestic industry

to consist of the facilities in the United States devoted to the pro-

duction of animal glue. Presently there are three domestic firms operating

facilities producing animal glue. A fourth firm ceased production of

animal glue early in 1977.

Injury to the domestic industry

Apparent U.S. consumption of animal glue declined steadily from
91.6 million pounds in 1972 to 37.4 million pounds in 1975. 1In 1976,
apparent U.S. consumption of animal glue rebounded strongly, increasing

by approximately 60 percent to 60.1 million pounds.

1/ U.S. Senate, Trade Reform Act of 1974: Report of the Committee on

Finance . . ., S. Rept. No. 93-1298 (93d Cong., 2d sess.), p. 180.

10
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Domestic production, ghich had fallen from 42.6 million pounds in
1972 to 29.2 million pouﬁas in 1975, increased b& 4 million pounds in 1976.
This 4-million-pound increase in production is in contrast with the
23-million-pound increase in apparent domestic consumption in that year.
Domestic shipments, which had also fallen sharply betwéen 1972 and 1975,
increased by only 6 million pounds. As a result of these developments,
the share of domestic consumption accounted for by domestic producers
reached a 5-year low in 1976. Employment and man hours worked in animal
glue operations also reached a 5-year low in 1976.

Even though domestic production increased by 4 million pounds in
1976 over 1975 levels, the valué of net sales of the domestic producers
was less in 1976 than in 1975 as‘a result of sharply declining prices.
In 1976 the industry suffered a higher ratio of net operating loss to
net sales than in any other year during the 1972-76 period énd suffered
net operatingilosses of the same pagnitude as those in 1975. Thus,
although demand for animal glue increased in 1976, the pricing structure
in the market did not permit the industry to achieve break-even operations.
Of the three domestic producers, the one which was most successful, from
the standpoint of profitability, also imported substantial quantities of
imports from LTFV countries, blended these products with other glue,
both domestic and foreign, and undersold other domestic producers in a

significant number of sales.

11
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Injury by reason of LTFV sales

Animal glues imported from the Netherlands and Sweden are imported
and sold in the United States exclusively by one distributor at no
apparent difference in price between imports from the two countries.

This distributor has also imported some animal glue from West Cermany.
Significant amounts of animal glue from West Germany and Yugoslavia are
also imported by a single importer. These imports are frequently mixed
with other imported as well as domestically produced products to obtain
a specific grade of animal glue, making the source of the product
unidentifiable to the consumer. All animal glue is distributed and sold
on a national basis, making all imports competitive with domestically
produced animal glue. On the basis of these factors, I have considered
the cumulative impact of imports from the four countries which Treasury
has determined are being or are likely to be sold at LTFV in making

my determination.

Treasury's investigation covered sales to the United States from
each of the four countries during the 6-month period August 1, 1976-January 1,
1977. Sales of animal glue from Yugoslavia weré found to have been made
at a weighted average margin of 8.8 percent; sales from Sweden and the
Netherlands were found to have been made at weighted average margins of 48
percent and 7 percent, respectively; and sales from West Germany were found
to have been made at a weighted average margin of 49 percent. Total U.S.
imports from these four countries almost tripled in 1976, while their

penetration of the U.S. market and share of domestic consumption almost doubled.

12
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Imports from o;her counfries also increased but not at the rate of
those for the LTFV countries. The Commission's investigation revealed
that imports from each of the four countries undersold similar domestically
produced animal glue in a significant volume of sales.

The majority of the animal glue sold by Olympic Adhesives, Inc.,
is imported from Sweden and the Netherlands. Olympic is the exclusive
importer of animal glue from these two countries. Price comparisons made
with respect to four commonly sold grades of animal glue reveal that
Olympic's prices have consistently been below the weighted average selling
price of domestically produced animal glue and generally have been at
or below the lowest net selling price of the domestic producers. The
investigation established a number of specific instances which clearly
demonstrated that domestic producers lost sales as a result of the lower
prices charged by Olympic.

The largest portion of imports-from West Germany are imported by a
domestic manufacturer and blended with other animal glues of domestic
and foreign origin before being resold, making direct price comparisons
on this merchandise difficult on the basis of country of origin. Those
instances in which data were available to make specific price comparisons,
however, reveal that the weighted average selling prices of at least
25 percent of the imports from West Germany were below the weighted
average selling price and at which the domestic products were sold.

It is also difficult to make specific price comparisons with respect

to imports from Yugoslavia since a significant portion of such imports

13



~14=-
are imported by a domestic manufacturer and blended with other animal
glue prior to being resold. In each of those instances where data were
available which permitted specific price comparisons to be made, it was
revealed that the lowest net selling price of animal glue imported

from Yugoslavia was always sold at or below the lowest net selling price

for domestically produced products. In addition, the unit value of products

imported from Yugoslavia indicated that the declared value for duty
purposes was substantially lower than those of other LTFV countries, which
demonstrates the ability of LTFV imports from Yugoslavia to undersell
domestic products and to increase their mafket penetration. The combined
effect of the underselling of domestically produced products by LTFV
imports from these four countries not only caused the domestic industry to
lose specific sales, but also contributed to the decline in prices which
occurred within the industry from 1975 to 1976 and to the increased
penetration of the U.S. market by LTFV imports. The suppression and
depression of domestic prices by imports sold at LTFV was a significant
factor in the inability of the domestic industry to operate profitably

in 1976.

Conclusion

On the basis of these factors, I have determined that an industry in
the United States is being or is likely to be injured by reason of the
importation of animal glue from Yugoslavia, Sweden, the Netherlands, and
West Germany whiéh the Department of the Treasury has found is being

or is likely to be gold at LTFV.
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Statement. of Reasons of Commissioner Italo H. Ablondi

On July 29, 1977, the United States International Trade Commission received
advice from the Department of the Treasury that animal glue and inedible gelatin
from Yugoslavia, Sweden, the Netherlands, and West Germany,l/ are being, or are
likely to be, sold in the United States at less than fair value (LTFV) within the
meaning of the Antidumping Act, 1921, as amended. Accordingly, on August 8, 1977,
the Commission instituted investigations Nos. AA1921-169, 170, 171, and 172 under
section 201(a) of said act to determine whether an industry in the United States
is being or is likely to be injured, or is prevented from being established, by
reason of the importation of animal glue and inedible gelatin from Yugoslavia,

Sweden, the Netherlands, and West Germany, 1/ respectively.

Determination

On the basis of information obtained in the investigations I have determined
that an industry in the United States is being or is likely to be injured by reason
of the importation of animal glue and inedible gelatin from Sweden and the Nether-
lands that are being, or are likely to be, sold at less than fair value within the
meaning of the Antidumping Act, 1921, as amended. At the same time, I have determined
that an industry in the United States is not being and is not likely to be injured,
and is not prevented from being established, 2/ by reason of the importation of
animal glue and inedible gelatin from Yugoslavia or West Germany that are being.
or are likely to be, sold at less than fair value within the meaning of the Anti-

dumping Act, 1921, as amended.

1/ Except animal glue and inedible gelatin produced in West Germany by Electro
Chemische Fabrik Kempen G.m.b.H.

2/ Prevention of establishment of an industry is not in question in these
investigations and will not be discussed further in these views.

15
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Cumulation of imports

The question of whether the Commission should weigh the impact on a domestic
industry of LTFV imports of the same product from each of several countries indi-
vidually or collectively under the Antidumping Act has been considered frequently,
and the Commission has the discretion to examine the particular facts of each case
in order to make a determination of whether cumulative injury should be consid-
ered. 1/

In the instant investigations the nature of imports from Sweden and the Nether-
lands allows for such cumulation of imports since they have been imported exclusively
by one U.S. firm and are commingled by that firm into a single indistinguishable
product that then competes in the U.S. marketplace with imports from other countries
and with domestically produced animal glue and inedible gelatin. The impact of LTFV
imports from Yugoslavia and West Germany should be considered individually for each
country, however, inasmuch as these imports are not brought into the United States
by a single exclusive'distributof, are imported by a variety of unrelated firms, and
are often marketed by those firms without being intermixed with glue from the other
country. I have accordingly concluded that the impact of LTFV imports from Sweden
and the Netherlands should be considered on a cumulative basis and the impact of the
LTFV imports from Yugoslavia and West Germany should be considered on an individual

basis.

The imported article and the domestic industry

Animal glue and inedible gelatin are derived from collagen found either in the
hide or connective tissﬁe,or in the bone structure of the raw material used. Cattle
are the major source of such hides and bones, and production facilities for animal
glue are usually established in close proximity to cattie slaughtering houses or
;anneries. Both hide glue and bone glue are imported from the four countries found
by Treasury to have sold animal glue and inedible gelatin at LTFV. Prior to-1977

16

1/ See, for example, Primary Lead Metal from Australia and Canada * * *
Investigation Nos. AA1921-134 and 135, TC Publication 639, 1974; New On-the-Highway,
Four-Wheeled, Passenger Automobiles from Belgium, Canada, France, Italy, Japan,
Sweden, the United Kingdom, and West Germany * * * inquiry No. AA1921-Inq.-2, USITC
Publication 739. 1975: and S. Ren. No. 93-1298 n 180
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the U.S. industry consisted of four firms, three of which produced hide glue and

one of which produced bone glue. In 1977, the manufacturer of bone glue ceased

production.

Indication of injury to a domestic industry

Economic factors reveal that the domestic industry is being or is likely to
be injured. In 1976, U.S. production of animal glue and inedible gelatin amounted
to 33 million pounds--6 percent below the level of production in 1973 and 1974, and
22 percent below the level achieved in 1972.1/ During January-June 1977, U.S. pro-
duction declined to a level 34 percent below the level of the corresponding
period of 1976,

The percent of capacity utilization for the U.S. producers declined from nearly
90 percent in 1972 to 71 percent in 1976 and 54 percent during January-June 1977.
U.S. producers' inventories as of December 31, 1976, were higher than fer any preceding
end of year total. The number of production and related workers involved in the
production of animal glue and inedible gelatin declined annually during the period
1972-76. In 1976, they numbered 22 percent less than in 1972, and during January-
June 1977 they numbered 26 percent less than during the corresponding period of"
1976. Furthermoré the profitability of each of the firms that produces animal glue
and inedible gelatin on their animal glue and inedible gelatin operations declined
substantially between 1972-74, and 1975 and 1976. 1In large measure, the declining
profitability led to the closing by early 1977 of three of the plants that had been
producing animal glue in 1972 and the complete termination of production of animal
glue by one of the four U.S. producers in 1977. 1In addition, prices received by
U.S. producers on their sales of animal glue and inedible gelatin have fallen

sharply since 1974.

1/ There is some evidence that U.S. demand for animal glue was affected by increas-
ing competition from other types of adhesives on two levels. During the period
1974-76, certain U.S. manufacturers of gummed tape, which have traditionally cq@prised
one of the major markets for animal glue, switched to vegetable glues. During this
same period, manufacturers of gummed tape faced increasing competition in their
own market from other types of tape, namely pressure sensitive plastic tape. While
these factors limited U.S. demand for animal glue to some extent, their effect on
the domestic industry was not of the same magnitude as that of certain LTFV imports.
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Injury by reason of LTFV imports from Sweden and the Netherlands

I have found that the domestic industry is being or is likely to be injured by
reason of the importation of animal glue and inedible gelatin from two of the
countries--Sweden and the Netherlands--under investigation, as did the majority of
the Commission.

The information gathered during the course of the investigations indicates
that, effective early in 1975, animal glue and inedible gelatin from Sweden and the
Netherlands, which had formerly been imported by a variety of importers, began to be
imported exclusively by a newly organized firm, Olympic Adhesives, Inc. The prices
paid by Olympic for such glue declined sharply following the initial
importations and were substantially below U.S. imporfers' prices for glue from
Yugoslavia and West Germany. It appears that as the exclusive U.S. distributor
of animal glue from Sweden and the Netherlands, Olympic was able to obtain its high
volume requirements for animal glue from those sources at prices well below those
that would have prevailed in the absence of such exclusive contractual arrangements.
Olympic generally mixed .the glues from Sweden and the Netherlands in order to
achieve desired levels of stickiness (measured by so-called Bloom grams) and sold
the resulting mixtures (in which Swedish and Netherlands glues were indistinguish-
able fungible prodgcts) at prices well below U.S.-producers' prices for comparably
sticky animal glue and inedible gelatin. All evidence available to the Commission
indicates that other importers-and U.S. producers attempted to lower their prices -
to meet the competition from Olympic, but that Olympic continued to be the
leader in price cutting. The margins of LTFV sales for Netherlands glue--7 per-
cent (when divided by the home-market price) 1/--and for Swedish glue--48 percent
(when divided by the home—ﬁarket price)--were responsible for the extremely low prices
that Olympic was able to offer its customers, thus resulting in substantial price
suppresion or price depression in the U.S. market. Animal glue and inedible gelatin
from Sweden and the Netherlands ihcreased their share df'ﬁ.s, market penetration

during the period of LTFV sales.

1/ In making my determination, I did not consider the;information submitted by
the Department of the Treasury, dated Oct. 21, 1977, with respect to imports of
animal glue and inedible gelatin from the Netherlands.
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No injury by reason of LTFV impor?s from Yugoslavia

I have .found that the domesfié industry is not being and is not likely to be
injured by reason of the importation of animal glue and inedible gelatin from
Yugoslavia. A significant propoftion of the animal glue imported from Yugoslavia
during the period of Treasury's investigation was imported by U.S. producers of
animal glue, to be mixed with U.S. produced animal glue in order to obtain desired
grades of glue for sale to those producers' customers. It appears incongruous that
one of the three complainants in this investigation should complain of LTFV imports
from Yugoslavia when it was one of the major purchasers of such LTFV merchandise.
One should not encourage the breach of a statute and then complain of the resultant
action. 1/ While the prices paid for the glue by the U.S. producers were low, those
prices generally were higher than Olympic's prices for animal glue from Sweden and
the Netherlands, and the animal glue was resold to U.S. customers at prices
competitive with the other U.S. prbducers' prices for comparable grades of glue.
These prices were substantially higher than Olympic's prices to its U.S. customers
for Swedish and Netherlands animal glue. Market penetration by LTFV imports from
Yugoslavia declined considerably from over 8 percent during 1976 to 2.9 percent

during January-June 1977.

No injury by reason of LTFV imports from West Germany

I have found that the domestic industry is not being and is not likely to be
injured by reason of the importation of animal glue and inedible gelatin from
West Germany. As with LTFV imports from Yugoslavia, a substantial portion of U.S.
imports of LTFV animal glue and inedible gelatin from West Germany during the
period of Treasury's investigation was imported by a U.S. producer to mix with

animal glue of its own manufacture to obtain an end product with the desired grade

1/ Cf.,Potassium Chloride (Muriate of Potash) from Canada, France, and West

Germany * * * Investigation Nos. AA1921-50, 59, and 60, TC Publication 303, 1969.
D 19
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of stickiness for sale to its U.S. customers. My comment with regard to a U.S.
producer which imported LTFV animal glue from Yugoslavia yet complained of such
imports to Treasury, applies with greater force, inasmuch as two of the three complainants
were importers of LTFV animal glue from West Germany. While the glue is generally
purchased for relatively low prices, these prices are generally higher than the prices
for animal glue purchased from Sweden and the Netherlands, and the mixtures of domestic
and West German glue sold by the U.S. producer/importers are sold to U.S. customers
at prices comparable with those offered by U.S. producers that do not import, and at
prices substantially higher than those offered by Olympic for its Swedish and
Netherlands glue. U.S. imports from West Germany accounted for less than 3 percent

of apparent U.S. consumption in 1976 and for substantially less than 1 percent of

U.S. consumption in January-June 1977.

Conclusion

In view of the foregoing factors, I have determined that the domestic animal
glue industry is being or is likely to be-injured by reason of the importation of
animal glue and inedible gelatin from Sweden and the Netherlands that are being
or are likely to be sold at less than fair value within the meaning of the Anti-
dumping Act, 1921, as amended. In addition, I have determined, also in view of
the foregoing factors, that the domestic animal glue industry is not being and is
not likely to be injured by reason of the importation of animal glue and inedible
gelatin from Yugoslavia and West Germany that are being or are likely to be sold

at less than fair value within the meaning of the Antidumping Act, 1921, as amended.

20
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Statement of Reasons for Negative Determination
of Chairman Daniel Minchew
On July 29, 1977, the United States International Trade
Commission (Commission) received advice from the Department of Treasury
(Treasury) that animal glue and inedible gelatin from Yugoslavia, Sweden,
the Netherlands, and West Germany (except that produced and sold by
Electro Chemische Fabrik Kempen G.m.b.H. of West Germany) are being, or
are likely to be, sold in the United States at less than fair value (LTFV)
within the meaning of the Antidumping Act, 1921, as amended. Pursuant to
this advice, on August 8, 1977, the Commission instituted investigations
Nos. AA1921-169, 170, 171, and 172 under section 201(a) of said act to
determine whether an industry in the United States is being or is likely
to be injured, or is prevented from being established, by reason of the
importation of such merchandise into the United States.
Before the Commission may find in the affirmative in these
investigations, it is necessary that the following two conditions be met:
(1) An industry in the United States is being or
is likely to be injured, or is prevented from
being established, 1/ and
(2) The requisite injury or likelihood of injury

must be by reason of the importation into

the United States of the merchandise which

Treasury has determined is being, or is likely

to be, sold at LTFV within the meaning of the
Antidumping Act, 1921, as amended.

17

Prevention of the establishment of an industry is not an issue
in these investigations and will not be discussed further.
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Determination

On the basis of information obtained in these investigations,
I have determined that an industry in the United States is not being
and is not likely to be injured by reason of the importation of animal
glue and inedible gelatin from Yugoslavia, Sweden, the Netherlands, and
West Germany which are being, or are likely to be, sold at LTFV.

The animal glue and inedible gelatin industry in the United
States is not being injured by reason of LTFV sales of the subject imported
articles. Specifically, the evidence indicates that the second condition
set out above, i.e., any injury being expefienced by the domestic industry
is not "by reason of'" the LTFV imports under consideration. This would be
the case whether the imports from the four countries were to be considered
separately or cumulatively. I have chosen to examine these cases on a

cumulative basis.

The U.S. industry

In these investigations I have considered the relevant industry
to consist of the facilities in the United States devoted to the production
of animal glue. Animal glue is currently manufactured in the United States
by three firms: the Peter Cooper Corps., Milligan & Higgins Corp., and
Swift & Co. A fourth firm, Darling & Co., ceased manufacturing animal glue
in February 1977.

No injury or likelihood of injury by reason of LTFV imports from
Yugoslavia, Sweden, the Netherlands and West Germany

Production of animal glue, as a result of the inability of

producers to obtain necessary raw materials, declined steadily from

22
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42.6 million pounds in"l§72, to 29.2 million pounds in 1975, before
increasing slightly to 33.4 million pounds in 1976. U. S. imports for
consumption declined dufing the same periods from 42.6 million pounds
in 1972 to 13.7 million pounds in 1975, before increasing to 30.3
million pounds in 1976. During the same period, the general price level
for both domestically produced and imported animal glue increased
significantly.

By the end of 1975, producers' shipments had declined by almost
50 percent from their 1972 level. Domestic producers' share of U.S.
consumption, however, increased from 1972 to 1975. Aggregate imports from
countries found to have sold at LTFV declined by 71 percent during this
period, while the ratio of such imports to consumption declined significantly.

As a result of price increases, and of limited availability, numerous
former purchasers of animal glue began to switch from animal glue to other
types of glue. In'l975, however, importers began to offer animal glue at
prices lower than those prevalent in 1974, and competitive with prices of
substitute adhesives in order to bring purchasers back to the market. It
is probable that, were it ﬂot for the overall price reductions, stimulated
by importers in 1975 and 1976, an increasing number of traditional pur-
chasers of animal glue, namely manufacturers of gummed tape, would have
switched to other types of glue, resulting in a further decline in U.S.
demand. The importers' tactic proved effective, however, and in 1976,
U.S. consumption of animal glue increased by 61 percent. Domestic pro-
ducers, participating in the growing market, increased their shipments
of animal glue by 24 percent over the 1975 level.

U.S. consumption of animal glue continued to increase in the

first half of 1977, with consumption 11 percent higher than it was 2Bn
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the same period in 1976, Shipments by domestic producers, who were the
primary beneficiaries of the market growth, increased by a third, while
aggregatebimports from countries found to have sold at LTFV declined by
38 percent. The Commission has seen no indications that these trends

toward increasing domestic share of the market will be reversed.

Conclusion
From this information, I have concluded that any problems the
U.S. industry may have had in recent years are due to factors other than

LTFV imports from Yugoslavia, Sweden, the Netherlands, and West Germany.
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INFORMATION OBTAINED IN THE INVESTIGATIONS
Summary

Investigations Nos. AA1921-169, 170, 171, and 172 (animal glue and
inedible gelatin from Yugoslavia, Sweden, the Netherlands, and West
Germany) were instituted by the United States International Trade Com-
mission following the receipt of advice from the Department of the
Treasury that such articles are being, or are likely to be, sold in the
United States at less than fair value (LTFV) within the meaning of the
Antidumping Act, 1921, as amended. Treasury’s advice was received on
July 29, 1977, and the Commission is required to make its determinations
not later than October 29, 1977. Treasury’s withholding of appraisement
will extend from August 3, 1977, to MNovember 3, 1977.

The complaints were filed with Treasury by counsel representing
three of the four U.S. producers of animal glue. Treasury’s investiga-
tions covered sales to the United States during the 6-month period
August 1, 1976-January 31, 1977.

The Treasury investigation concerning Yugoslavia was limited to Kemin,
the sole Yugoslav exporter of animal glue to the United States. Treasury
examined all sales of the subject merchandise by Kemin to the United
States during the period of investigation, and found that about 92 per-
cent of those sales were made at LTFV prices. The margins ranged from
1.7 to 23.7 percent, with a weighted average margin for all sales of
8.8 percent.

Treasury’s investigation concerning Sweden was limited to Extraco,
the sole Swedish exporter of animal glue to the United States. Treasury
examined approximately 68 percent of U.S. imports of animal glue from
Extraco during the period of investigation, and found LTFV margins on
all the sales compared. The margins ranged from 41 to 56 percent, with
a weighted average margin- of 48 percent.

The Treasury investigation concerning the Netherlands was limited to
two firms which accounted for all Netherlands exports of animal glue to
the United States, Smits en Zoon and Trommelen. Treasury examined approxi-
mately 65 percent of animal glue sales to the United States by the two
firms, and found that all the sales examined were made at LTFV. The
margins ranged from 0.8 to 17.7 percent, with a weighted average margin
of 7.0 percent.

Treasury’s investigation concerning West Germany was limited to six
firms. Treasury examined most sales of animal glue to the United States
made by the six firms during the period of investigation, and determined
that sales made by one firm, Kempen, were not at LTFV, but that all sales
made by the remaining five West German manufacturers examined were at
LTFV. Weighted average margins for the five firms ranged from 22 to 61
percent, with an overall weighted average margin of 49 percent.
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The two major types of animal glue, hide and bone, are derived from
collagen found either in the hide or connective tissue or in the bone
structure of the raw material used. Cattle are the major source of such
hides and bones. Animal glues are used as a general-purpose adhesive,
most commonly in the gummed tape, abrasive, adhesive, and match industries.
The glues are also used as a sizing agent in the textile and paper
industries.

Apparent U.S. consumption of animal glue declined steadily from 92
million pounds in 1972 to 37 million pounds in 1975, primarily as the
result of the limited availability of raw materials and the increased
price for animal glue relative to prices for substitute types of adhesives.
In 1976, however, U.S. consumption increased to 60 million pounds, or
61 percent over the 1975 level but still 34 percent below the 1972 level.
Consumption continued to increase in January-June 1977 to 11 percent over
the January-June 1976 level.

U.S. producers’ shipments followed the same general trend as con-
sumption, declining from 49 million pounds in 1972 to 25 million pounds
in 1975, and then increasing to 31 million pounds in 1976. In January-
June 1977, shipments were 33 percent above their January-June 1976 level.
-Total U.S. imports also followed the same general trend as consumption,
except that in 1975 the decline in imports was considerably more pro-
nounced. The ratio of total imports to consumption declined from 49
percent in 1973 and 1974 to 37 percent in 1975, and then rose to 50
percent in 1976. During January-June 1977 the ratio was 38 percent--

11 percent below the ratio for the corresponding period of 1976,

The ratio of aggregate imports from the countries found to have sold
at LTFV to apparent consumption declined steadily from **% percent in 1972
to ¥*% percent in 1975, and then increased to #*#*% percent in 1976. The
ratio declined from *** percent in January-June 1976 to *#*%* percent in
January-June 1977. U.S. imports from Yugoslavia declined from 2.5
- million pounds, or 2.9 percent of consumption, in 1973 to 0.7 million
pounds, or 1.9 percent of consumption, in 1975, but then increased to
5.1 million pounds, or 8.5 percent of consumption, in 1976. In January-
June 1977, the ratio of imports from Yugoslavia to consumption was 2.9
percent. U.S. imports from Sweden declined steadily from 1972 through
1975, when such imports totaled 1,0 million pounds, or 2.6 percent of
consumption. In 1976, imports from Sweden increased to 2.4 million
pounds, or 4,1 percent of consumption. During January-June 1977, such
imports were at about the same level as during January-June 1976.

U.S. imports from the Netherlands declined from an annual average
of 6.2 million pounds during 1972-74 to 2.7 million pounds, or 7.3
percent of consumption, in 1975. 1In 1976, such imports increased to
4.6 million pounds, or 7.6 percent of consumption. Imports from the
Netherlands declined by about 27 percent during January-June 1977,
compared with the level during January-June 1976. U.S. imports from-the
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West -Cerman manufacturers found to have sold at LTFV declined from *%%
million pounds, or *** percent of consumption, in 1972 to *** pounds,

or *** percent of consumption, in 1975. 1In 1976, such imports totaled
*%% million pounds, or *** percent of consumption. In January-June 1977,
imports from the West German manufacturers were *** percent below the
January-June 1976 level.

During July-December 1976, approximately the same period as
Treasury’s investigation, imports from each of the countries found to
have sold at LTFV, except the Netherlands, increased significantly
over the levels for the corresponding period of 1975. Imports from
Yugoslavia increased more than threefold, imports from Sweden, 39 per-
cent, and imports from West Germany, more than **%*, while imports from
the Netherlands declined 10 percent. In the aggregate, imports from
countries found to have sold at LTIFV were *** percent higher in July-
December 1976 than in the corresponding period of 1975, "

The average number of production and related workers engaged in
the manufacture of animal glue declined steadily from 260 in 1972 to 204
in 1976. In January-June 1977, the number of such workers declined
further to **%*, primarily because Darling & Co. ceased production. U.S.
producers’ net sales of animal glue declined from an annual average of
$15,5 million during 1972-74 to about $12.5 million in 1975 and 1976.
Net operating profit for the producers’ animal glue operations amcunted
to an average of $332,000 in 1972-74, or about 2.1 percent of net sales.
A net loss of $2.,0 million, or about 16 percent of net sales, was experi-
enced in 1975 and 1976. Data on U.S. producers’ profit-and-loss experience
for January-June 1977 indicate significant improvement in their overall
profitability.
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Overview of Competitive Conditions in the
Animal Glue Industry

In retrospect, 1972 was a quiescent year for the animal glue indus-
try. U.S. consumption of animal glue was at a high level--92 million
pounds--and two of the three major U.S. producers were earning above-
average profits <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>